University of Mississippi

eGrove
Haskins and Sells Publications

Deloitte Collection

1929

Check forgeries and alterations
Anonymous

Follow this and additional works at: https://egrove.olemiss.edu/dl_hs
Part of the Accounting Commons, and the Taxation Commons

Recommended Citation
Haskins & Sells Bulletin, Vol. 12, no. 02 (1929 February), p. 11-12

This Article is brought to you for free and open access by the Deloitte Collection at eGrove. It has been accepted for
inclusion in Haskins and Sells Publications by an authorized administrator of eGrove. For more information, please
contact egrove@olemiss.edu.

Bulletin

L

HASKINS & SELLS

11

Check Forgeries and Alterations

OSSES from forgeries and alterations
it has been estimated occur in the
following proportions:
1. Forgery of signature, 45 per cent.
2. Forgery of endorsement, 50 per cent.
3. Alteration of instrument, 5 per cent.
There often is some question in cases of
this kind as to who shall bear the loss, the

bank or the depositor. The legal responsibility is covered by the Negotiable Instruments Law, which has been adopted in
substantially the same form by all our
states.
The general rule in the case of a forged
signature of the maker of a check is that
the bank is liable. A bank must know the
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signatures of its depositors. Where a
signature is forged or made without authority of the person whose signature it purports to be, it is inoperative, and no right
to retain the instrument, or give a discharge
or to enforce payment against any party
thereto can be acquired by such signature
unless the party, against whom it is
sought to enforce such right, is precluded
from setting up the forgery for want of
authority.
It makes no difference how perfect may
be the forgery of the name of the maker.
The bank is liable because it has made an
unauthorized payment. Since the relation
between a bank and a depositor is that of
debtor and creditor, when a depositor
draws a check, he instructs his debtor, the
bank, to pay to a third person. The bank
has no right to pay anyone except upon the
authentic order of its creditor. It follows
then, that when a bank pays a check not
signed or authorized by the depositor, it is
doing something which it has no right to
do, and must suffer any consequent loss.
However, when a depositor holds out to
the bank or others relying upon appearances that a certain person has authority to
sign his name to checks, the depositor cannot set up a lack of authority on the part
of the person signing. This situation
rarely arises, because banks usually require the registry with them of signatures
to be honored.
A depositor must use reasonable care and
diligence in examining returned checks
and bank statement, and in comparing
such statement and checks with his stub
book. Failure to exercise such care will perclude him from setting up forgery. A person
using a stamp signature may suffer loss if
he negligently allows others access to it.
The bank, as between the bank and the
depositor, usually is liable for loss under a
forged endorsement. Except in very extraordinary circumstances the depositor is not
bound by any credit erroneously given by
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the bank to an endorsement. As stated in
connection with forged signatures, the
depositor must bear the loss where to all
appearances he has held out that a certain
person has authority to endorse checks for
him or has been negligent in examining
the bank's statement of his account and
his canceled checks.
Under the law a forged endorsement is
"wholly inoperative" against the drawer
or the endorser whose signature is forged
and confers no right to retain the instrument or to enforce payment against the
drawer of the check. Any person who is
asked to cash a check has a right to inquire
whether or not the endorsement is genuine.
If the check is cashed, and subsequently it
is found that the endorsement was forged,
the party cashing the check has no action,
except under the circumstances already
mentioned, against the drawer or the endorser whose name was forged. Their
remedy is against only the person who
forged the endorsement. If there were endorsers subsequent to the forged endorsement, any holder can go back to a prior
endorser as far as the forged endorsement,
for reimbursement. A bank, it is evident
then, cannot enforce payment against the
depositor who is the drawer of the check,
and its only right is against persons endorsing subsequent to the forgery.
Check alterations are few in number
compared to forgeries. The depositor is
not liable for an increased amount unless
his negligence directly facilitates the alteration. The use of protective devices will
avoid such losses. A depositor is entitled
to use the ordinary form of check and to
sign his name in ink in the form of signature filed with the bank. He is not required to use all known means of protection. However, the use of protective devices is to be encouraged, for anything
which will help to prevent losses from
forgeries or alterations to either a bank or
its depositors is much to be desired.

